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Abstract 


Planning, Programming and Budeetinz (PPES)) has sure. 
in the Devartment of Defense (DOD) for the better nart of 
twenty-five years. lt has not only endured. Sut oy Siese 
accounes 1G Shas phodtieed measurable imorovements in the 
orevaration of a credible budget Ole the defense 
establishment. However, in sovdite of budgeting advances 
exoverienced over this overiod as a result of PPBS, there 
continue to be problems with the System, Tais tesa 
attemots to offer a broader understanding of the significant 
and subtle factors of PPBS success in the DOD. BY examining 
both the oroblems of the system which lead to tne 
Paterno of PPBS and also the orobdlems created as a 
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I. INTRODUCTION 


A. GENERAL 

Although numerous management innovations have _ been 
introduced in the past quarter century, few have been as 
controversial as the Planning, Programming and Budgeting 
System (PPBS) developed for the Department of Defense (DOD) 
in 1961 under the Secretary of Defense Robert S. McNamara. 
Many in the field of Management Science still debate the 
applicability and appropriateness of PPBS. [Ref. iL 
Moreover, considerable disagreement exists in literature as 
to what PPBS was supposed to accomplish and what it actually 
has done during its twenty-five year of existence. [Ref. 2] 
This thesis with its broad system perspective will explore 
some of the organizational problems associated with PPBS as 
it has been generally practiced in DOD, with special 


attention to comparative linkages to pYrec-Prbsepr oe) lems: 


B. RESEARCH CUPS Preise 

This thesis will address three basic questions. First; 
what were the problems of the defense budget process that 
lead to the introduction of PPBS inw@ehew lan.) Seconda 
was the impact of the PPBS evolution on the defense budge 
process? And third, after over CO Years eet changes ace 


there still unresolved problems plagiine Sraemereceos. 


Cee TNENG Bere. 

PPBS is the formal process for making resource 
allocation decisions in the DOD. ie, lS war annual, 
sequential series of events leadine to the development, 
approval, and execution of the DOD budget. [Ref. 3] 

The PPBS budget process was divided into three non- 
familiar pohases; Planning, Programming, and Budgeting. The 
Dlanning vohase theoretically would provide an assessment of 
the threat and pvrovide an integrated multi-year overview of 
eed MecertOone in Waisenecne DOD should go. Planning guidance 
[DLO eC eWwemomnomemt OcuSSesS On the period two to nine 
years into the future. The programming phase would have a 
multi-year perspective design to meet the funding, 
Sons eee nesgmanteeeyescOmpOoition of forces identified in the 
five year defense vlan (FYDP). 

The budgeting vohase would be limited to the first year 
of the five-year plan. It is examined in great detail by 
programs, and it is as accurate and complete as possible. 
This final comoonent in the three phases of PPB, coupled 
with the first two phases, apvneared to offer a sound and 


rational system. 


D. A BRIEF HISTORY CF PPDoeiepel.. 

The concept of program budgeting, as applied to DOD, was 
developed at The Rand Corporation in the 1950s Before 
Secretary of Defense (SECDEF) Robert McNamara, introduced 
the concept in 1961, the individual military departments had 
prepared their budgets following their individual interests 
with relatively little outside guidance. During the pre- 
PPBS period, the involvement of the SECDEP was” Parzely 
limited to dividing DOD's budget ceiling among the military 
departments and reducing the departments' budgets, if they 
exceeded their sWare of the pie. This was usually 
accomplished through across-the-board cuts. There was both 
little attempt and little ability with thew eo) see Bem 
Secretary of Defense to review the programmatic aspects of 


the military department's budget submissions. 


*This Section on the history of PPBS during the McNamara and 
Laird years is drawn from the Lawrence Korb article, "The 
Budget Process in the Department of Defense, 1947 to 1977: 
The Strengths and Weaknesses of Three Systems," Public 
Administration Review, July/August 1977, pp.334-346. 


ieecotiemmanpio@aden tom budgeting had the following 
problems: 


1. There was duplication of effort among the services 
in various areas. 


2. Service budgets were prepared largely independent 


Gmmeone adnGtierpewith little DBalancing across services. 


3. Services felt they were entitled to their fixed share 
of the budget regardless of the effectiveness of their 
programs or overall defense needs. 

4. The budget process focused almost exclusively on the 
next budget year, though the current decisions had 
considerable consequences for future years. 


5. Budget decisions were made largely independent of 
plans. 


6. There was little analytical basis on which the SECDEF 
could either make choices among competing service 
proposals or assess the need for duplication in 
service programs. 

During the early years of PPBS, Robert McNamara entered 
office as SECDEF determined to be an active participant in 
preparing DOD's budget, and in choosing the weapons 
developed and purchased by the military departments. He saw 
the budget process as his vehicle for achieving these goals. 
From the Rand Corporation, McNamara recruited Charles Hitch 
old Seaiemmumoaven,  CwOo "Of the Key architects of PPB for 
defense and installed them in the Pentagon. Pepe noy On Ly 
Offered a way for McNamara to gain the control he desired 


Over DoD. Dut also addressed each of the previously 


described problems of the existing budget system. 


ey 


Probably no SECDEF since MeNamara Nas SCUgmpIyom-es cise 
the degree of detailed control that he did over Utme =detense 
program and budget. Since its imeeptlon, feo ei ae ccimaneec 
constant state of evolution. It has had to serve 
secretaries whose management philosophy and style favored 
centralized control and direction, as well as those who 
preferred a more decentralized approach. However, the basic 
elements of the system-- three phases, program and budget 
guidance to the services from the Secretary, OSD review of 
the service program and budget proposals, and the use of 
quantitative analysis to choose among competing programs-- 
have remained. 

The following is a brief summary list of the 
evolutionary changes of PPBS after the McNamara era. The 
next chapter will discuss in more detail the impact of these 


changes. 

1. The first major change in PPBS occurred under Melvin 
Laird, who became SECDEF in 1969. The Office of 
system Analysis no longer put forth independent 
program proposals of its own but reviewed those put 
forward by the services using specific budgetary 
ceilings. The imposition of budget ceilings for the 
programming phase of PPBS has become a permanent 
feature of the system. Having the services propose 
programs, rather than reacting or responding to 
programs suggested by OSD, has become the norm as 
well. The type of review by OSD, primarily the degree 
of detail in which the service proposals are reviewed, 
varies with the management style and preference of the 
SEGUEE. 

The type of programmatic guidance provided to the 
services for use in preparing their 5-year programs 
has also varied over the years. Again, the 
differences have been centered primarily around the 
degree of specificity contained in the guidance, and 
thus the degree of central control exercised by OSD 


over the programming process. 


2. During the Carter administration, Zero Based Budgeting 
(ZBB) was instituted with limited success. The goal 
of ZBB was to more clearly identify marginal programs. 
With its array of decision packages at three different 
"bands", or resource levels, ZBB was viewed by some as 
being little more than a technique for providing the 
SECDEF and OSD with greater opportunity for altering 
service program proposals. 


3. In 1979, the "Rice Study" [ref 4] of PPBS led to the 
Defense Resources Board (DRB) being formed. 
Consisting of the various Under Secretaries and 
Assistant Secretaries in OSD, plus the Chairman of the 
JCS, the board worked to identify those major issues 
in program review deserving of the SECDEF'S attention. 
The board itself was to resolve lesser issues. 


4. The Reagan administration under a concept of 
decentralization, broadened the board's membership to 
include the service secretaries. This was done with 
the belief that the service viewpoints were important 
and useful, and that fewer decisions, would be 
contested if the services were represented on the 
board that debated the issues. The operational 
experience of the Commanders-in-Chief (CINC) of the 
Unified and Specified Commands has been brought to 
bear through briefings they provide to the DRB on the 


prior year's Defense Guidance (DG). Along with 
this, other aspects of PPBS were modified by what was 
called the "Carluceci Initiatives". Chapter IV of this 


Study will address these efforts in more detail. 


E. ENVIRONMENTAL FACTORS 

imeem wWne PPBs, tts useful to@tnderstand that PPEBS 
MiSeeunericon in a broader political, economic, and 
management environment. The study conducted by the Joint 
DOD/GAO working group on PPBS use the label "Environmental 
Realities" in describing these factors. [Ref. 3:pp. 23-28] 
The fact that PPBS must accommodate these factors is 


acknowledged and the below list is provided and viewed as 
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significant to the readers appreciation of their inmiagences 
‘on the DOD budget process. 
1. National Economic Conditions 
The relative health of the economy, the rate of 
inflation or deflation, and other economic factors all helop 
determine the amount of resources the nation's leadership 
will devote to defense. 

In a democracy with shared legislative and executive 
powers, national economic considerations are essentially 
political and policy judgments by the President and the 
Congress that determine the amount of resources available 


for Defense. 


2., International Treaties and Commitments 
America's wworldwide interest and secon ememes: cecum 
fundamental part of the environment in which PPBS operates. 
They vrovide the very basis for determining the tyne of 
threats, and help define the contribution we and our allies 
can be expected to make to protect shared interests against 
a common threat. The definition of the threat against U.S. 


interest is the startingspoint for alee detenscepilauning and 


subsequent events in PPBS. 
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S comes Signaleconcerns 

4 major responsibility of any member of Congress is 
to reoresent the needs and concerns of his/her geographic 
areas and constituents, balancing these with the broader 
interest of the nation. These congressional concerns as 
seen by many veriodically in conflict. The Congress does 
require DOD to spend money on weapons systems and operations 
(e.g., bases) that DOD has not requested. Congressional 
concerns and wishes must be considered early in the 
programming and budgeting phases of PPBS. Le “iS Dettem. to 
anticipate and accommodate congressional desires in the 


building of programs, than have the programs adjusted later 


to reflect congressional priorities and concern. 


fo) nein Cee 1d wa OnS 

Tt has become the norm, rather than the exceotion, 
for the DOD to begin the fiscal year without annual 
appropriations. This requires operating part of the year on 
continuing resolutions, which does not orovide the same 
level of funding as the aporooriation acts. As a result, 
some projects must be postponed, it becomes necessary to 
squeeze budcet execution into a shorter time period; and 


the uncertainty and work intensiveness of preparing the next 


year's budget for the next PPBS cycle, remains in doubt. 


i 


Needless to Say, late appropriations complicate and 
efficient the orderly execution of programs and budgets, and 


masnify the work intens1lyeouse oo. 


5. successive Administrations 

Historically, management of DOD has swung between a 
centralized decisionmaking process or a decentralized 
orocess. Basically eoimera ned with changes in 
oresidential administrations, each of the two management 
systems call for different tyves of resource and management 

information. 
PPBS must be sufficiently flexible in design and 
overation to accommodate the different manazerial 


Dhilosophies and objectives of successive secretaries and 


administrations. 


o. service Competi tiWonmionmkesomgec 
Competition among the services for finite resources 
is a fundamental feature of resource allocation in DOD. The 
differing, and often competing, overspectives, needs, and 
responsibilities of the services, OSD, and JCS must be 
clearly understood in assessing PPBS and recommending system 
modification. From this competition. can somone much Of Buage 


innovation and momentum toward efficiency that is essential 


to getting the lareest return on national investments in 
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defense. Taewe tall =e emommeeeon is to channel; and use, that 
So (ooMeELonwe si cnoun cilmaer allowilne if to get out of control 


On Stitiems 1. 


(fees SOnmeorn alu hoy eye 

tie sep eias reeular, rather rapid turnover of its 
too civilian policymakers, Darcicylaniy Presidential 
aovointees. The average tenure at about 3 years. Tn 
AScdtewon. toeamlVitvanrye services rotate their career military 
Ser soume le restalarly. | (41S turnover in both ton civilian and 
eareer military personnel slaces a OXremium on the continuity 
of civil servants and military oversonnel whose careers 
ROMLON ea SOartreular specialty. 

Notwithstanding, PPBS must overate in a environment 
in which veonle Nae ii@er tant resource allocation 
G2suOqs bot ere tesmat aul bevels are not necessarily familiar 
With PPBS ovrocess. (Riieeeeiee> intormacion, and orocedures 


must be able to accommodate a wide variety of exnerience and 


<nowledee among the varticinvants. 
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making by Committee 
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PP8S decisions are made, in large ovoart, Sy various 
committees within DOD and the military devoartments. These 
committees neither keeo minutes of their meeting nor orovide 
written rationale for their d@e€cCisions -evoie a aye 
circulated widely. This feature of PPBS decisionnaking has 
been much discussed and debated. Defenders arciuc roan 
making decisions by committee allows a wide ranze of views 
to be considered and provides a sense of voarticivoation in, 
and commitment to the decision reached. The lack of minutes 
of meetings encourages a frank exchange of views without 
the necessity to sveak "for the record." On the other hand, 
critics say tnat the lack of minutes OSScuUres tne ration 
for the decisions reached; making 10 dilifvent: tomatoe 
anyone accountable; and that it falls to provide oa mccerdean 
decisionmaking for later assessment and review. The 
strengths and weaknesses of decisionmaking bv committee in 
PPBS should be understood and “Sn 5in mindiacmodem, 71-75 
the system. Given the complexity of tne "PPRSintformatioag 
review and integration task, the existence of committees 


aonears necessary. 


9. VLivililan=-“ilitary Rss von si passers 
PPBS aan »be viewed within the context of the 
interaction of the two major responsSijilmetes Of Mog 


settinz national defense nolicy and choosint resources to 


lige 


enhance tne military defense cavability in tne future and 
(2) see oarine = veeolans and Maintainine ovoerational forees 
Bae Grovide “Naximum military Beer Vi ty with the resources 
om aand today. Civilians within DOD nlay tne major role in 
Ete wr se dated witte= woe Second is Drimarily the orovince 
Seo ten OL LlGacyemmodmereubrarly the JCS andthe Unified and 
Soecified Commanders. 

Civyilianemeomenot Of CHS Military 15 a fundanental 
Sammemole Of — tEmies Revutolic. However, differences in 
management anoroach among secretaries of defense, and the 
degree and type of control they try to exercise in PPBS, and 
DOD generally, reflect differinz underlyine ohilosonhies 
about the role of civilians in DOD. Coovoeration between the 
military and civilian oversonnel ie necessary for PP8S, and 


DOD as a whole, to be effective. 


. Sceovoe 

aie Sabre years. “tae eEVvVOlUuELONarily brocess of PPRS 
Nas received an ebovb-and-flow of attention in the literature. 
Tnere were oeriods during which PPBS was the subject of 
2S comer V2 DrOro25si0nal writing: by contrast, there were also 
Sos aeeewerVvoboweegurias N271em Little or no literature was 
ouynlished. However, Ciecmmseoee Or tne Literature .1s 
Co eee Vole ea ava tO merit several thesis, if all the 
asoects of tne PPBS were considered. imeret ore. Wigs 


B=searoawmiiiscewevo IMDOrtant Limitations. 
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Fe ne ee 


There are tyvo oeriods in time from which the study 
Will be focused. The early 1969"s, tae .er1odeot eee 
Of LO ae@ ee introduction of PPRS 4nd theme) oe 
tventy years later. The. study wikhl exampas. ci] Piage. 


% 


changes to PPBS »etwean these two S6ri@dsas Been cae 
standnoint of their inodact on the PPSSs vrbe= ee 
2, Practioal Tramewor' 
Tne research is also limited to survey iaeec 1c) 9s 
ahilities to nut PPSS into use ds £12 sSoOlgbPonmeonl. . oe 


nroblens of tHe early P9500's, and assessing the alleged 


oractical shertfalkseinwene ca.) Loge 


a. Assumption 

It is assumed that the reader has some Limited czeneral 
Knowledge of the DON's PPBS. 4 consolidated Listing of 
ab>oreviations and acronyms is vrovidedmin 3an 4 ope ae, ie 


Will identify the DOD Germs contained eri e1o ee aecee 


41. See nodede., 


In nrenarinz this thesis, T relied on a comnrehensive 
review Ait: renresentative Literature (hooks, Arias Ss 


ou5lisned in »rofessional-interest Journals, concaressional 


documents, unoublished nemoranda, etc.). 
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II. THE BUDGET PROCESS PRIORT TUMaaee 


A. BACKGROUND 

From the creation of the Department of Defense in 1947 
through 1961, the budget format or process within the 
department was virtually unchanged.[{Ref. 5] Before 
addressing the first question, "what were the problems that 
lead to the invredivervonw or PPBS in DOD?, a look back at 
what was called "traditional" budgeting, as it was practiced 
in DOD prior to 1961 is necessary. 

The budget process would begin about a year before the 
budget was to be submitted to the Congress. During the mid- 
1950's, the budget process would start with a series of 
cabinet meetings and National Security Council meetings, 


which established the first step--the imposition of a fiscal 


ceiling on DOD by the Administranwmwen. DOMinatisage. these 
meetings, President Eisenhower, like his Democratic 
Dredecessor, waS concerned with a balanced budget and 


decreed that no more than 10 percent of the gross national 
PPOGUCE Would Seon tOmdetence: This was done with little 
regard to those events in the international arena which 
appeared to dictate an increase in defense spending. 

A Case in Ppounme: in January 1957, President Eisenhower 
requested $35.5 billion for DOD during FY 1958. Within the 
next ten months, the Soviet Union shocked the American 


public and the world by launching the first intercontinental 


Ze 


Dawe Mob tCemiSsile and GroOitving the first Sputnic satellite. 
In light of these dramatie Soviet advances, the Congress and 
the public expected some spectacular new initiatives in the 
FY 1959 defense budget, but none were forthcoming.[Ref. 6:p. 
ooay 

After the President made his decision. on the ceiling of 
the defense budget,-the Secretary of Defense would go back 
to the Pentagon with budgetary target figures and task the 
DOD budget Director to allocate the budget ceiling amount 
among the three services. 

It should be noted here that throughout the period 1947- 
1961, with the exception of the Korean War, the services: 
Received Virtually fixed shares of the total defense budget 
amount: the Air Force, 47 percent; the Navy 29 percent; and 
the Army 24 percent. Each of the services would in turn 
prepare its basic budget submission by dividing its own 
) iemanoncr nes mown flUlmebrtons, units, and. activities. 
This system allowed the service secretaries to function as 
line-officer managers for their respective departments. 

As the services prepared their budget, they were to be 
Guu dei@meby two planning documents: The Basic National 
Security Policy Document (BNSP) end sthewdeint SSerategic 
Objectives Plan (JSOP). For reasons which will be discussed 
later in this paper, there was in effect no definitive 
guidance provided by these two planning documents for 


Services. Therefore, MieoOuriditig i their budgets, the 


as 


individual services were free to emphasize those portions to 
their programs and missions which they felt contributed most 
to national security and strategicuob)]ecccivess  Paew so mame. 
could justify exceeding its budgetary Celle = becca 
could legitimately claim that it alone was providing the 
nation's security. As a result, each October the™budget for 
the services was sent to the Secretary of Defense not only 
unbalanced but in excess of the Presidential ceiling. 

Within the Office of the Secretary of Defense (OSD), the 
job of reducing the services' requests fell to the DOD 
Budget Director “am@mnis sari. Their task Waser Sie the 
accumulated service requests irre line with the 
Pdminisi@e@at lon Ss Ce iim or 

Mr. John E. Keller, who worked as ‘one of the DOD Budget 
Staffers during this period, deseribed the across-the-board 
reduction process: 

It is now roughly the first of October. Thesbudg-Pen2cuce 
£O Co, bed around thew rest of December. So, you now 
have 60 days to stuff $80 billion worth of programming and 


planning into a $40 billion fiscal straitjacket. That 1s 
not surgery, that is mayhem, and the weapon of choice is 


not a sealpel, but a méat-ax. Come the first sor December, 
we had a $40 billion "plan and program" to fit inside the 
$40 billion budget. But all that new balance and 


Symmetry that had gone into themoriginal JSOP, needless 
to say, was destroyed.  ~Pniégbits@and =p tess eae 
around the shop floor in Disc saunkee 

: .Cthe] raw bits and pieces that had survived the 
"Drogram budget review" were stitched together in the form 
of the Secretary's posture statement and made to sound 
like we knew what we were doing." [Ref. 7] 
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Ses gte ee oF wells Wo=frone realization was to increas: 


4 


aeresme nt amonz t12 particinants (Ccomnetition) in the »xudtet 
ogrocess: Tete also "tended CO reduce the amount one 
conmilrat’ Refs" 4 ] Meise these verceived advantazes are 
far outweithed by the orobdlems seen vy other -authors, 


Wiens KOT. 


Tee hoe BOS ao) Oe Siar DET POyAL SUDGETING 

we TescmProunteEEOm see Del Maps tie Most important defect 
in the ore-1961 system was the almost comnlete senaration 
Hetween olanning and decision-mainz on weavon systems and 
Eom = wr Omeene  1and.ssand Suadsgerinz on the other. [Ref. 9:0. 
B2i taere was some Dlannaine done %yY the National Security 


Counce atgd es uMenvoLne Golefs of Staff, as reflected in the 


2 


Pemmliacvionatwesecunity Polley Document and the Joint 
Ser a cee le Objectives Pate ot these documents were 
Peete nueo aideconpletely wnreltaced to fiscal reality. 

Mie bastomiarional Security Policy Document 
theoretically was a comnorehensive statement of American 
Seas emer ole Eat Was Sintended to orovide olanninz 
Sera -meeOmesegeerGrme CoOleiSeer staff and the services in 
ElCirweoeawyras fOr forcS and weapons levels. Neale dee wea a4 
eet Mota a aiffereie@es of OnDinion Over wnat che 
Seca vosuempemcye ot cle 'nited States saould be, it zlossead 
Qverwmetoneeomtacos tne Gocinen: agecentanle to all »varties. 


Bet. “S5,) 235) 


The DOD budget itself was tus converted 131 oes 
Neat and tidy vackaztexw-witnin the constraints imoosed vy the 


Pye same 7 oe 


B. IDNERODUCTIONG TO Ree oe ei. 

The brief deseridtion 250ve, 3rovides au oacae 
anoreciation of the “traditional” budgeting metaodolocy ane 
sets the stace for ewundecs Cat tio ne Criviciens of “1. ane 
the sunvort for a new systen. 

The Literature reviewed for this study suttests numerous 
exnlanations for fae instivention 28) eo Amonz then were 
such reasons as to consolidate the Budget Process wm DOD. wie 
orovide the Secretary of Defense with a seneral mnanatement 
tool for controlling DOD, to Link considera’ Von oe 
rorce issves tO cCGOSE-DdUdget i1sses.eend | beucocre> caer 
defense resource allocation orocess from an imnut to an 
QUCOUT Often lLavLone However, the nrevailint tneme of mnost 
of the authors, was that PPSS Was instituted asamioaas fi 
correcting the various problems evildene in the "seaegcecu.. 
(Traditional “Sudeevincer Not every author saw the 
Craditional orocess 4s Yein® Wholly “undesirayic: To some 
detreea, Lawrence “ors saw t16e overall) Sudee: contvol fis 
reesived by 29D from the Admipmetrarion acu 5o7e0 1 Cilla 
that it zave hoth the Secretary of Defense and the Services 
a true oilcture of fiscal realttyeear te onlgse tee 


nrocess. Neo r de ne ne Lao Maldavs kv. pare mee or 


iD. 
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The basic National Security Policy Document was sent to 
riemoormmunGnlels Ofmolait after l1ts Completion, to serve as 
a Sseurde for the®™ development of the Joint Strategic 
Objectives Plan. The Joint Strategic Objectives Plan is the 
document intended to assess the threat and prescribe the 
Dvlteaey forees that “tne Joint Cniers of Staff believed to 
be required to meet the military strategy and national 
objectives. In view of the fact that the guidance in the 
Basie National Security Policy Document could be interpreted 
in so many ways, the three service chiefs attempted to 
Stress tnat portion of the guidance that enhanced the 
primary missions of their respective services. As a result, 
the Joint Strategic Objectives Plan was really three 
separate plans pasted together and labeled "joint." [Ref. 
ied 

Fach of these documents, the Basic National Security 
rOrTcymrocumemy ana JOIN’ otravegic Objectives Plan, were 
essentially useless as guidance for planning and had no real 
relevance to the budget process. A budget constrained along 
these lines did not permit the Secretary of Defense or the 
President to tell what provision was being made to increase 
the capacity to defend the United Slates, LO eigage in 
Operations, etc. [Ref. 9:p. 33] 

As a result of this lack of integrated planning, there 
Ne Vewoemer se Stemificanl sproolems in the traditional system 


found in the literature: 


al 


1. Duvolt cao n a Ome Zak Ole 
Virtually connolete Latitude was accoried tae 
services in determining how they wished to snend tyneir 
“articular share of the overall fiseal Carcetesi vena rome eer 
Lack of centralized control over programs--or even any 
substantive nrogrammatic gtuidance--created inevitable 
duolications of effort, with the services Sindexvenie. 
bursvuine | sia lar Micsdon and »o0lIGYyY “obgecr Eyes. a One 
axamole, in the ease of tne oresti210us "S724 fon sce eee 
offense, in whie’d the guidance? was so Yoosely Bor ded ce 
allow e2acn service to internret its own role, indenendentlyv 
of the otner twee each service was commlttine resourees vo 
its own intercontinental »rallistic nissile system vorogran. 
2, Neelect Of Piapon tay ates sone: 

Just as the lack of central eomtrol/2umdiance same 
recard to vorogramns overmitted duolmeavioneo! sea cise eee 
resulted in the failure to attend to all areas tnat niche ve 
deened essential to national defense. For exanole, the Air 
"oree during the 1959's <¢avVe Over aiaaeor orl) eon 
bombers and nissiles: no one forced them to vay attention to 
the more mundane area of tactical air onerations (wnieh were 
essential Lo supoortina Aaa Zoned onerations). 
Consequently, sucn areas received naupers! rations. 

Similarly, the Navy felt tmat aircraft carriers 


deserved oriority, at the exoense of antisusmarine warfare 


and escort  fimertlonce Tne resulieeofweenese andes 


numerous 2xanoles was an imbalanced force structure, tnat 
Pot VeGtlem OrOtcrais; Tisslonms/7/Oo0jectives over-funded, while 
others were covered inadequately or not at all. 

The traditional budgeting vorocess nad no nechanism to 
protect against eitner exigency. "Ont defense nosture was 
mot Very welt salanced." [Ref. 11:pn. 4] 

3. Fair Share, Versus Need 
Metoivedeoereeived oroslenm of the traditional 
DEC esseis pt dace Gacteservice Was aDparently ted to oelieve 
Std saS Silahanvesdeea  Fiven oronortion of the total 
g@efense budeet alloted to DO”. The exolanation for tnis 
Mhenonenon is twofold. pcr WEEN the Sxcention of “tne 
Korean War years, exnoerience had followed a fae ey. 


oredictable vattern from 1947 throug) 196l--over the years, 


eee To eoomeameize Jas virtivally fixed CAir Force had the 


~ 


bten*s “siare of 47 vnercéent: Tlavy 2°99 percent: and Army 24 
percent). Secondly, no one™ had an effective neans of 
assessint the effectiveness of a service's vorotrans vis-a- 


Vis the requirements of national defense. 


LicmeernI Lease time Jorlzon or vraditional »udeecintz-- 
9ne year Abt time==-forced NON's idyudzet horn! obers io 


a 


Sone oe eomeenest 8110lLY u9On “ellere yc cOSES, WIEN seant 
regard to future costs (much less future effectiveness). 
Date leaneememmmet fective Goneenuration On ovoerations ratner 


bhan investment exvenditures. 


The traditional acsroachn. Nita sits) lade eo 
orientation and near=-total coneertraci0on on wean. Cee 
resources to be spent), rather toan ommend eee 


resources mitht buy) orovlided no Frat ional ieee a! oo 


— 





Secretary of Defense Go decide which rene sed ye. oon 


should be funded in the event that the overall DOD ascsiling 


could not Cover saber oDoca ls. Since wnat the services 


0 


annually submitted to the Office of tne Seeneatas of 92743. 
typically added uo to anpnroximately 200 Soeecen 66) ea 
ceiline, the Secretary of Defense Mand his Weonperomeer) 
could deal with inevitable service comnetition decisions-- 
or, as described earlier in this ehnapter," sche  Jneaeea 
aporoacn." The orodlem was reneated at lower levels, dy 
service chiefs attemnting to decide which afforts. asiiemlia 
regeiv2 “Tuna nde 
bi Papin iaiee ers ilis meanest ia 
Talis findin@® emizht have seen symeny ously i nae 

Noy5jectives versus SO2Nd iinet The innute-focus Oils 
Cradifional budgeting carried numerous consequences for 
meetin nationalesseciiri tyesobseo pave. Given a eonnlete 
absence of anv mneehanism for retatinewolanidin= vo [ng 
decisions, the traditaonal sapproacd Sle t tee S40 po aaaeueeno 4 
noliasy objectives to chance, 


John Jawson is one of several @rieies wine sce om ee 


one of the foremost dif ficwitaios Of defense resource 
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tceeioten-Making diring the 1950's: "the distinct separation 
oi longer range, requirements-oriented military force 
planning from annual fiscally constrained budgeting." [Ref. 


ee 


D. SUMMARY 

By January 1961 there had been quiet but longstanding 
recognition of these problems and the fact that the defense 
budget was a budget that could not translate resources into 
objectives, eoudid not project the future resource 
HioMeocs Ons OlmmrOopesea,.) and that did not..distinguish 
between one-time investments and recurring, or annual 
operating expenses. [Ref. 9:p.86] This chapter suffices to 
outline the problems of the Pre-PPBS Budget process and, 
identify the "why" requirements for a new system. From this 
point we can now move on to look at this new system called 


Looe MemuOO  sesOluvTOnebowlt' Ss BUdget problems. 


al 


III. PPBS IN THE DOD, THE Fie 20 eer 


A. THE PPBS PROMISE FOR DOD 
In January 1961, there was a well-established legal 


basis for change, the establishment of a new administration. 


It» “Was- in “the context of chamge that the @henaeay 
Administration, under Robert MeNamara™ 45 cece, seen 
Defense, embarked upon the planning® for Sits mili Gams 
2CUlyLFiesE One of the major features targeted was “tie 


recognition of the requirement for a method for integrating 
resources programming and DUdgeUting into MmiVreary, Pea n aie 
President Kennedy had made it very plain in his speeches 
that he wanted not only an improvement in our strategic 
retaliatory forces, but also a Major redressing. creer 
imbalance in our conventional and strategic forces. With 
the objective clear, it was the task of the Secretary of 
Defense to establish a system to make the required changes. 

As pointed out in the introduetionset this thestent dem. 
WaS a need for a management tool which would allow the 
secretary of Defense to view DOD at a level above the 
services. Since the mid-1950"s, thew RanawCorporavicuwems am 
planning, programming, and budgeting system (oreo meee 
analyze defense in the Office of the Secretary of Defense. 


In staffing the Pentagon, McNamara recruited two of the Rand 


oe 


COppemeelon Ss most distinguished analysts, Charles Hitch and 
Alan Enthoven, and together with these two, introduced PPBS 
into the Department of Defense. 

With PPBS, there is a single integrated planning- 
programming-budgeting process entailing (1) the planning and 
review of requirements, (2) the formulation and review of 
programs extending -sseveral years into the future, and (3) 
the development of the annual budget estimates. The new 
procedure was to: 


(1) Provide for more orderly, continuous program 
Review iiwcemurasl Lomune Mectic program- 
budget review crammed into just a few 
months a year, which had been the practice 
iste 1) C agoersite: 


ce ebisccloso ume full Lfimancial implications of 
br O¢gPanwadee!s Lome 


oe keep fueure military planning roughly in 
balance with probable resources and dollar 
availabilities--thereby minimizing the number 
of false starts and reducing the number of 
marginal and excessive support programs; and 


(4) Promote unified, balanced overall defense 
Drocmamscmummprace Of Unilaterally balanced 
Army, Navy, and Air Force Programs. [Ref. 11:p.4] 


(ween riemiicior oelel les that PPBS promise are those 
which address more directly tne problems of the previous 
system. 


Ce meteeomeeowedstnesdecicton-makers in the budget 
Preeessein DOD to make decisions based upon the 
EXO mneClpecriteria Of national interest. 


(2) PP8BS considered military/forces and cost/budget 
Cogether. 


(3) PPBS Provided for the consideration of alternative 


SPOMitwome inewmichn Costs, forees, and strategies 
nave to be considered together. 
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(4) PPBS allowed the base program to compete equally 
With new programs. 
B. THE IMPACT OF CHANGE 
As pointed out in of tne introductor,cemapeer, een 
flexibility has accommodated a number of environmental 
factors, one of which being successive administrations. On 
the premise that a new Presidential Administration typically 
results in some change to the status quo, plus the fact that 
new innovation was widely publicized; it was anticipated 
that the PPBS within DOD might have been subjected to some 
Soni f neue v revisions during the for Sau ZO years, 
particularly under the administrations 9er "Wien Ferd ana 
Carter. However, the literature reviewed did not suggest 
thas to bdemMipiemcase. In fact, apparently few substantive 
changes to the practical process itself occurred during this 
period, despite the widely publicized attempts to implement 
(yet two more) innovations in management-- in this case, 
"Management by Objectives" and "Zero-Base Budgeting." 
section C. and D. of this Chapter will dicots ene 


impact of =BOtCn In MOmemdere tT. 


Ce THE IMPACT OF MANAGEMENT BY OBJECTIVES (MBO) 

Actually the two Nixon-Ford administrations of MBO 
wrought only one significant change to how PPBS operated 
Wit O@'D , a shift to decentralizemsoncy of the @aeeisien 


making. This change involved not the mechanics of the 
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Peocess, but the degree iO which Paeurorpanes neld 
eaUiioiee &y . secretary of Defense, Melvin Laird, appears to 
have left the process itself well alone. Hus Comer ibDution 
to the overall system operation was to desolve the power 
Somewhat, moving away from what Hanson Baldwin called the 
"McNamara monarchy." 

This decentralization was by no means radical, however. 
Far from completely turning over resource allocation 
decision-making authority to the services, Laird simply 
7 ounce mOMeeproOrranmune sini tiative." [Ref. 13:p. 570] 

Nothing suggests that he gave them complete authority, 
Dut rather merely increased their voice in the process. 
Final approval remained in the Office of the Secretary of 
Defense. IN@=raer. de ene came cime Laird was rmereas ng 
"Darticipatory management" of his service secretaries in 
making Drogrammatic deec1sions", he was moving in the 
SppOSstee = airecrion, Centralizing the acquisition system. 
Since acquisition must be viewed as a subset of the overall 
ito m—oechnon a NOSt lms Gdirecl conflict with the 
"Darticipatory management" initiative. 

PUmeriiomerredtped baird with placing “program initiation 
Mommy with themserviees:'’ [Rete 1l4u:p s 12] However, the 
Wee ee omeaalt Ze wacdursition Tere final approval firmly 
seated with the Secretary of Defense. meyerieec., Pierce, a 
senior research fellow at the National Defense University 


(and former Assistant Secretary of Defense) emphasized that 
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although the Nixon-Ford era gave the services Tore 
operating room," "systems analysis Sin JUhe Of iiec ome 1. 
Secretary of Defense still played a rome." Ren. |5.> ee 
In .summary, then, no major fev is lonmlad Socemieea: 
Although Service Secretaries might purpose, SECDEF should 
dispose. Perhaps Laird's "move toward decentralization" can 


be appreciated only.in relationship to McNamara's monarchy. 


D. THE IMPACT OF ZERO-BASE BUDGETING 

In 1977, the expected happened when a new President of a 
different political party than his predecessor took office: 
changes were imposed on how the Federal government operated. 

An allegedly major change was imposed on resource 
aliocation ‘deeiseton-making. the innovation of Zero-Base 
Budgeting. President Carter, an enthusiastic (preponcaG or 
what he advertised as representing a radical revision (and 
improvement) to existing Federal government budget 
Procedures, had used the ZBB processeauring sats (Ones vern eas 
Governor of Georgia. 

The effects of ZBB differed from agency to agency. The 
Department of Defense had far different experience with the 
new system than did the non-Defense agencies--for reasons 
which become obvious: 

1. 2ZBB Did Not Represent A major Revision To PPBS 

Despite the protestations of the spokesmen of later 


Administrations, Garter's innovationmanmbudcetamaddaenor 
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constitute any truly significant change in how DOD was 
making resource--allocation decisions. This is explained by 
Ssevewrak factors. 
a. Similarity of System Objectives 
To begin with, the published objectives to ZBB 
had a lot in common with those advertised for PPBS 16 years 
earlier. For instance, ZBB was intended to: 


(1) Focus budgeting on a comprehensive analysis of 
objectives and needs; 


(2) Combine planning and budgeting into one process ; 


(3) Lead managers to analyze their programs in terms 
Of PECStr erfeevivemess-. LRef. l6:p. 36] 


Every objective was already in place in DOD. 
aol arity sor Tecnmiguies 
Since the systems themselves shared many common 
objectives, it followed that the means to achieving those 
ends would not be dissimilar. This proved to be the case in 
DOD. 

For instance, the "decision package" structure 
mandated by ZBB was nothing more or less than the Program 
Element structure designed by Charles Hitch. [Ref. 17:p. 7] 
The furor other agencies experienced in (once again!) 
SUeenotiommeOommdert ve a programmatic orientation to their 
DbDudgets involved little more in DOD than the aggregation of 
existing Program Element codes into "decision Packages." If 
emcees mae le hele more than an exercise in relabeling, 


tia scaaoOout “Alieert was. 


Bri, 


Perhaps the most frequent criticism of —2Be eases 
created a massive increase in documentation involved in 
budget submissions. This was certainly the case in DOD, as 
well as in other agencies. However, the types of 
documentation involved (for example, justification of 
proposed expenditure on programmatic grounds) were not novel 
CO DOD  PPBS. pave teat ion It was simply a matter of doing 
more Of thessame. 

Many Of (the Zee techniques not already in existence 
were of a nature Similar enough to PPBastoels tonal 
analysts to develop and implement them foie ye Cl Uae Kays In 
Summary, ZBB was not a radical departure from the way PPBS 
operated, but rather a collection Of additiona procedun 
and reporting requirements. 

2. Prioritization Represented The Only Real Innovation 
Offset Bhd Leance 
One aspect of ZBB did represent a substantial 
die pianiiiige fon the existing PPBS methodology: the 
requirement to prioritize programsmymvningine overatapadee 
Submission. This had been happening de facto (as it could 
be argued will always be the case in allocating scarce 
resources ae excessive demands). However, there had never 
been a formal requirement to both prioritize programs, and 
document that crilerttizat tone 
This became the single most difficult aspect of 


implementing ZBB to the President's satisfaction. Patience 
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CO the prioritization was the requirement to propose three 
different funding levels for each program. DOD budgeteers 
Ver cwaele™= LONCOnp Mvmt cla DY Gaking@=a programmatic view- 
Ccatergorizing programs according to an overall scheme 
ranging from “most critical" to "dispensable." [Ref. 16:p. 
3%8 However, the need to devise hit lists of proposed 
decrements remained -traumatic. 

Ageuably, tne eroundwork for prioritization was 
already present in PPBS methodology, in the emphasis of 
formulation of alternatives. Albeit DOD officials may Nave 
disliked having to choose among their programs--implicitly 
adnaet ting WigGl all ones were not really needed--the 
prioritization could be seen aS a vertically oriented 
version (different levels of the same program) of the 
horizontal approach already practiced (selecting among 
different programs). That is, the requirement to submit 
three proposed levels of funding for each program could be 
teasttalitedeimvomms imply multiplying the total number of 
alternatives by three. For many, it became little more than 
a "paperwork exercise. 

some of the management literature maintains that the 
Delo inEaawreonmreginrement €Onsultuted nothing of substance. 
"Honest agency heads will admit," he said "that program 
priority is influenced by the amount of funds likely to be 
aha wieemiravitcae ss than the other way around." (Ref. 24] 


tt sired nire Indicates that this was disproved by 


ay 


actual experience of ZBB within the Pepartmenvme, Spee ace 
(or elsewhere). 
3. ZBB Represented A Return Toward Centralization 
As discovered in researching the Nixon-Ford era, 
what had been advertised as a reversal of McNamara's near 
total centralization ses decision-making was far from 
radical. However,. the introduction of ZBB formalized a 
return to centralized decision-making. Agencies were 
expected to review the program prioritizations in detail 
with this review to take place at top-management level. a 
DOD, the various services used some form of management 
council to carry out such reviews (in the Air Force, a 
structure called the Air Force Board, was already in place). 
[Rer. P6epeessea 
Once the individual services. hades submited etici: 
proposais to OSD, the review procedure was repeated at the 
DOD level. Robert Anthony points ou@ythat DORs budge r eas 
some thirty times the size of Georgia's, thus making it 
ludicrous to assume that top-level management would possibly 
manage the sheer numbers of "Mager 9Did@eet 82ccuco eae 
ereateds [Rete 1f7spewi 
Driessnack (who was a Major General in the Air Force's 
budget office during the ZBB years) agreed that the number 
of major budget issues submitted for executive review was 


unwieldy. Later, Reagan appointees felt this to be one of 


40 


the most serious shortcomings of Carter's attempt to reform 


DUdgserting . 


RB. SUMMARY 

What is obvious in this @hapter is that desplite the 
attempts of major management innovations over two decades 
and four Presidential Administrations; PPBS has emerged with 
relatively few revisions to the practical process. As a 
result, the dampacr meee se overall POD budget operation 
during this period has been minimum. However, the effect of 
these changes, as related to the perceived problems of the 
PPBS in 1981 has yet to be addressed. Chapter = veew 11) 
explore tars fae om the perspective of another new 


Presidential Administration. 
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IV THE CARLUCCI INITIATIVE: THE 196) ATTEMPT ogee 


A. Untroduct ten 

As PPBS approached its twentieth anniversary in DOD, the 
system was subjected, once again, to a new Presidential 
Administration, of a different poliwvicar™ carry) ven 
series of changes. . This most recent attempt to reform the 
DOD budgeting process, came to be known as the "CARLUCCI 
INIT RAPT VES. Like the two other significant systemwide 
changes attempted over the previous two decades, many viewed 
the Carlueci Initiatives of 1981 as yet another attempt to 


clean house in DOD. 


B. Why The Change In 1981? 

Before discussing the changes and their impact on the 
PPBS process, the question of "why the Reagan Administration 
felt it was impelled to modify PPBS in 1981 must first be 
addressed. 

As one would suspect ate tunis potmt, Chew tt eaaru-- 
supports the notion that the modifications to PrbS> Dy Reae 
appointees Caspar Weinberger, Frank Carluecci, and Vincent 
Puritano attempted, among other things, to undo some of the 
more noteworthy innovations of Une peevmous 1ncumben lS eee 
instance, one of the first changes to be widely publicized 
Was the elimination of Carter's attempt at Zero-Base 


Budgeting. 
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PTUs ot NOMA Ineo ttice, secretary of Defense 
Yeinberger put nis Deouty Secretary, Frank Carlucci, in 
Clart®e wot studying the overall PPS8S. As might be exnected, 
the study zrouo found numerous areas which they (the new 
administration) felt their Democratic pvredecessors had left 
tay less=ctnan=ootimum condition. 

Vincent Puritano who would eventually be anovointed the 
Assistant Secretary of Defense (Comptroller) served as 
Carlucci's project manager for the study/revision orocess. 
PUG can@gmons am LZed wage emia yes ciel Cte Of sane PPSS ; with "full 
Salee LC maRa eo. Ot Sal lerOoG  StariSGwy. the services, and JCS," 
[Ref. 14:0. 9] Puritano summed uo what his task force found 
tee 5e Tee eireemmMoceestenitaecant difficulties with the PPBS 
they inherited: 


a aoa eaten aed Toe take tuscal realities 
Maco dee oun - 


2. A system that had grown "tonoheavy and congested 
with paver work and excessive detail;" 


3. Both vorogram and budget phases characterized 
Wilewmea Drohiteération of Structures and data 
bases" that "innibited the smooth flow of the 
PPBS cycle." 
Puritano conceded that while "the systen was still 
MOl Tio bSmoaSle = OX Jectives, §16G elearly had room for 


imnrovement. [Ref. 14:0. 19] That imorovement, he noronised, 


TO eestieemecome cle 32 initiatives named after his boss. 
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C. The Preceived Problems 

Puritano attributed the voroblems an DOD SSP =) Soe aa 
he called "system-wide distortions" created by a "20-year 
accretion of differinz objectives and management styles," 
He saw the twenty years as three distinct @ras (“cNamara, 
Laird, “and “Garton. each of which contributed "major and 


potentially conflicting characteristics embedded in the 


PP8S." (Ref. 14:0. 10] 


1. He »Slamed McNamara'ts design of intervosing OSD 
programming direction "between the JCS volanning 
process and the service budgeting," leaving OSD 
without an effective orogram review canvability. 


2. He saw Laird's varticivatory management initiative as 
simoly an "overlay" onto the McNamara design, which 
devolved some vorogramming discretion to the services. 
Moreover, although Laird's narticipvatory management 
nad given programming authority tomwvie Servieee 
eertain "centralization trends” offset tCoesooeven ual 
benefits of the decentralization attemnt. He saw this 
trend as a continuation of OSD directive guidance to 
the services." (Ref. 14:p. 11] 


3. Puritano saved his most severe criticism for Carter's 
attemot at ZBB. ZBR was, he maintained, never 
integrated into PPBS, but simply pacveamonmrcomor sud 
2®xisting system. ‘'Vorse than that, he said, "its 
emonasis on total annual reviews rather than stabdle 
multiyear olannins produced eonmbictijorapetededss vo 
the develonoment of the FYDP,. 2Z8B also called for 
analyses at three fiscal levels which led to a massive 
infusion of additional data at 2 vee se on eevee 
(Ref. 14:9. 12) The most frequently leveled criticism 
of ZBB in the Devartment of Defense was surely the 
inereased ovavnerwork the new formats created. In 
addition to ZB38's "essentially useless" vaverwor 
increases, Puritano charced Canwem 597 eyes cea eae 
more significant programming pvroblem: "The competitive 
nature of the allocation vrocess forncea 0.) =n 
oriority programs into thevmarein ineender stomprocc os 
service voriority orograms.(Ref. 14:0. 13] 


Ay 


Oe, 


he Preeceived Consequences 


Tne three eras of conflicting manazement styles and 


objectives left several unhavovoy legacies, according to 


Puritano. They are as follow: 


Is 


WI 


There was a confusion of line and staff relationshins 
between OSD and the services. " DOD had never 
addressed the discontinuities created by the 
imvosition of OSD vorogranming between JCS planning and 
service budsetine " he-maintained. [Ref. 14:0. 13] 


PUlbitan@o Ciltedmas another consequence of the three 
competing systens in the evolution of PPBS was the 
2xvansion of various information systems involved, to 
Pe CX CCMUNLiaweae verlety Of competing formats, 
structures, and data banks had evolved. . .(leading) 
to dudvlication of data requests and paperwor 
Ovemloadse’ ——Rets7 14 +59400:1.3) 


Puritano saw numerous instances of décision being 
revisited throughout the vorocess as PP3S overated in 
1981. "Issues decided in the vorogramminz ohase were 
often resurrected in the budseting phase by all 

Dar tic mants, sO Oe. and tne services," he said, 
categorizing the overall oroblem as a case of 
overmanagement. 


Puritano also seored the system in 1981 as 
overlooking execution: 
Tne emohasis and rewards were focused on the front- 
Clee istrrTicatlonwo: Ofroztrams and the obtainin® of 
Do EeOinueLOnsne. . leivita) the time of managers at 
all levels of DOD... soent on sheeoherding their 
DroOcteans  tiirough tae various PP8SS cycles. 
Rete Oi 144 | 


Puritano's 1981 assessment also cited neclect of 
Seeteeotemobhanmaine funetions in PPBS, since the "only 
limited feedback to volicy makers and vorogrammers was 
See I aicomtae: systems." [Ref. 14:5. 14] 


NS 


E. The 1981 Changes 
The discussion presented above provides for us the 
context in whien the Carilucei, inverce tes ee developed. 
The designers Lawrence Korb then Assistant Secretary “of 
Defense for Manpower, Reserve Affairs and Logistics and 
Puritano, claimed that the Carlucel imme uae meses Wome 
represented significant improvements BO the PPBS: 
Challenging this assertion for all 32 (many of which 
involved refinement to the Aquisition process) would be 
beyond the scope of this study. However, two aspects of 
PPBS modified by the Carlucci Initiatives are of relevance 
to the broad topic Sot Stnis  thesnta aa the shift in 
management control, and (2) revisions to the planning phase 
Of Prise | 
1. Shifting Management Control 
Included in Carlucci'ts 32 Initiatives, was what was 
termed the "golden management formula; centralized policy 
FeSpOn sera amua: iam OSD and decentralized operational 
responsibility to the Services. 1 Wis er Onto cd she beam 
Puritano, "should mean more precisely defined responsibility 
and accountability for results at) thew qgoerauimes tevem 
Under the initiative, OSD staffs were envisioned as being 


able to. concentrate on the "more appropriate central staff 


function. . .rather than detailed program direction as in 
DrevioUus Years.| OSD analytical efforts would "emphasize 
cross-service and cross-command analysis. (ee On someee 
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SCOMCUdevea Make tae NMiga prierity decisions tnat only he or 
she can make." OSD would eliminate "most of the detailed 
directives of the past sandalimit the number of major issues 
Dacre OSD) Levels [ Ref. 13:p.. 572] 

PAOuner siillotateiwomsiemmtoned in the introduction, a 
legacy from the Carter Administration, was the Defense 
Resource Board. The DRB was composed of top-level OSD 
appointees (Assistant Secretaries of Defense, the Service 
Secretaries, the Associate Director of OMB, and the Chairman 
Simricm=Olnt. Catlets mor Staff). Under sthe —mestructuring 
Seaered. by the Carlueci [nitiates, the membership was 
expanded from 12 to 18 members. The DRB was envisioned by 
Carlucci and Puritano as taking the major responsibility for 
the policy-making intrinsic to PPBS, and managing the entire 
PPBS process. (The analogy to the corporate board of 
GimecuorenOundein the private sector). 

Caghicem~ainseclt sdrtvculaved the philosophy behind the 
separation of policy making from policy execution, which he 
termed "controlled decentralization". 

. eworking with the Service Secretaries, the Chairman 

Of BEnemION nue cGhiers of Staffs, and OSD staff the Secretary 
{of Defense} and I will concentrate on major policy 
decision, definition of planning goals and the allocation 
of resources necessary to strengthen the horizontal 
integration of our four Services into a balanced Armed 
POrecescmlcatmeLo Meet Our Mmational military strategy. . .we 
will hold each of the Service Secretaries responsible for 
biewaewelOomeme and execution of the necessary programs 
and the day-to-day management of the resources under 
Bheipvweontrol... This will focus Service management 


efforts on improving the operational efficiency of 
department.[Ref. 18:p. A.2] 


i 


If the Carlueci Initiatives fulfilled tnisworen ee ee. 
their designers, OSD staffs would be engaged primarily in 
mo nOad D Olmicey, guidance LOR the services, LIM? Giga 
analytical arroree fo issues that cross semvice or major 
military command lines.[Ref. 15:p. 45] 

2. Adjustments To The Planning Phase 

One of .the important themes of the Carlucci 
Initiatives involved improvements to strategic planning 
during the early planning throughout the other phases of the 
system. This would involve a "more disciplined planning 
process that will provide the framework, the goals and 
objectives, the appropriate military strategies, and the 
risks associated with the optimum allocation of available 
resources...based on military requirements that flow from a 
realistic assessment of near-term and long-term threats. 
[Ref. 18:pe And] 

The essence of his attempts to strengthen planning 
Involved greater participation in  PPBS activities by saa. 
military leadership (including operational commanders) who 
theretofore had not been deeply involved. The Defense 
Resources Board was to take an active role in reviewing and 
approving the strategy emerging from the planning phase, to 
"ensure that policy is reflected in the resulting programs 


and budgets." [Ref. 15:p. 48] 
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FEF. Summary 

This Chatwermeias orovidea= the final accounting of 
SUiatecoommue one =f PBS process. FeBo lS a process which was 
conceived as a better way of making budgetary decisions. 
Each of the two preceding innovations (MBO and ZBB), were 
seen as New approaches to tne basic PPBS concept; with the 
Peewon a Deweer =adecision Making process for DOD.” Like its 
two predecessors, the Carlucci Initiatives was aliso viewed 
as providing “an intelligent framework, which capitalizes 
over three decades of experience in DOD... Ties sSuccCess.) of 
this approach "will ultimately be judged on the quality of 
the budgetary decisions that are made" [Ref. 13:p. 574] The 
information presented thus far, does not allow us_ to 
challenge the implicit notion that the changes made to PPBS 
by the Cariuces Initiatives and the two preceding 
innovations, resulted in better budgetary decisions. 
However, we now have the basic information to analyze the 
results of these changes, relative to the success of PPBS in 


Eee DCib 
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V ANALYSIS OF THE FINDING 


A. INTRODUCTION 

The preceding four chapters have sought to provide the 
reader with a broader perspective of the evolutionary 
process which PPBS, in the DOD has undergone during its 
twenty-five year existence. Using the three basic questions 
established at the beginning of Uhieistady) Usa 2. 


will address the findings relative to the question. 


B. The Problem@Geading’ to the Introdmetten eo: res 
The first research question addressed the sunderl ine 
reasons for the introduction of @RRece 
The findings on the Pre-PPBS problem of the DOD discusses 
some of the fundamental issues of budget reforms. The 
problems to which PPBS was to solve were not new Dut 
revolved around the issue repeatedly emphasized in budget 
reform literature, Lees 5 the introduction of “ptannmi. 
Considerations at the front end of tne budgetary process. 
As chapter II indicated, prior to PPPBS there was’ no 
practical connection between planning done by the military 
component in the DOD and the budgeting, a responsibility of 
Che civilian component. As we have seen, what integration 
Of planning and budgeting did exist was in name only. The 


Basic National Security Policy (BNSP) which was supposed to 
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Kick off the budget process with a "complete and thorough" 
Statement of defense policy was not able to resolve 
disagreements on what the defense policy should be. Instead 
Of providing specific guidance, it became a statement of 
Renecrali ties =saccepvable © to a imr. HOR men S reason...) 1US 
utility as a basis for developing the follow-on planning 
document, the Joint Strategic Objective Plan (JSOP) was very 
much diminished. As a result on each service's 
interpretation of the generalities of the guidance, budgets 
were prepared that enhanced the services own parochial 
meer ests. rae a mechanism for monitoring cross service 
plans and programs, the DOD was faced with duplication of 
efforts and neglect of important missions. 

There is no unanimity among the literature reviewed, 
that the recognized problems of the traditional budgeting 
preecss Offered a Gempliete explanations for the introduction 
of PPBS. Numerous other explanations are suggested. However 
the prevalent theme of this study is that PPBS was 
instieuted  temecorrect “Ghee various problems, evident in 
traditional budgeting. The point to be made here is that 
bona fide problems were perceived and a rational sounding 


corrective alternative was offered in by PPBs. 


on 


Cc. The Impact) oF Bvelwercn 

The second research question sought to cuieeeer what 
effect the various innovations to the PPBS process had on 
the practical budget process of DOD. 

PPBS was conceived as a better way of making budgetary 
decisions in DOD. In 1961 it became DOD's formal process 
for making resource-allocation decisions. As this study has 
pointed out, PPBS has been in a State Of Seonsvant eveiieien 
Sinee its invroeduerviron=envc DUE 


After reviewing the major innovations (management by 


objectives, zero-base budgeting and the Carlucen 
initiatives) of the ED evolutionary DEOCeSS, the 
literature leads us to two conclusions. First; "despite 


widely publicized attempts, over two and a half decades and 
five presidential administrations to implement new 
innovations to the DOD's PPBS, few if any substantive 
Changes to the practical process itself have occurred. 
eecond, as a result, the impact Seme the overall Dudgzer 
operation in DOD during this period has been minimal. 
However, disregarding this minimum role that the various 
innovations played in influencing the actual budget process 
in practice, these innovations went a long ways’ toward 
establishing PPBS as a national symbol of organization 
control in the Der Moreover, it sent a very clear signal 
to the constituents that someone new was in charge and 


something was being done. 


Bye 


Virco dem ine vdenovs. ciscussed im this study, a 
case can be made for the symbolic function that it was 
Gdestencd st emmepert Orn. Aimed primarily at managing the 
relationship between the DOD and those environment factors 
Ceccloccani Me EnhesstleyveiImeroguerion, time changes to PPBS can 
be Viewed a some respect, as Syiool ic gestures of 
accommodation. : 

When we lLOCGmamiitonmorneally “at Stme teharacter of the 
act ivyibles ssurroundim¢g peacn of the major innovations the 
patterns are familiar. What becomes very visible is the 
politics of the follow-on political party (we are cleaning 
up the other guy's mess); the well publicized change (a new 
and better way) and the reorganization (we now have the 
right people im the) rrene joos)- This type of image 
building activity has been associated with each of the PPBSs 
innovations and suggests that this symbolic role may prove 
to have the more significant impact on the overall budget 


process in the DOD. 


D. Still Unresolved Problems 

The final research question in this study focused on the 
issue of still unresolved problems after over 20 years of 
Prosvemolurron-.) [Them@P@ocus of the discussion will begin from 
the perspective of the Carluceci Initiatives described in the 


lasC Caapcver. 
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Despite what appeared to be the ambitions efforts of the 
first term Reagan Administration tomeimprovVe meee so eee 
Carlucei Initiatives were not perceived in the literature as 
totally satisfactory. In the mid-1980's criticism of the 
PPBS process began to emerge which led to several 
"comprehensive" reviews of PPBS. For instance, in 1982, the 
Center for Naval Analysis sponsored a conference on PPBS to 
ook at the system "past, present, and future." Intended 
primarily for internal DOD edification, the conference 
included participants who were past and present 
practitioners, both military and civilian. Tine 1985 ,eeetine 
Joint Department of Defense/Govermment Accountings Office 
Working Group Ones PP.BSopubil ished their findings and 
recommendations. In 1985, the staff of the Senate Committee 
On Armed Services published their report on the need for 
changes tomthe DOD crgani zation. 

These new studies of PPBS are not limited to the 
government; other literary sources Wiad), ene caterer, 
aCEENtiOn TOmsr hd Sees iiinoeiin. Emerging from this’ increased 
review of the PPBS process._are some of, the more connor 
perceptions of the problems that stililsorevail.. Inemilistyoe 
a few of the perceived problems includes many familiar 
concepts, some that have evolved due to changes and other 


fromminiecep ti ong 
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Planning Remains The Weak Link In The PPBS. 

Prom thelr review ol =PFBS, the Joint Working 
DOD/GAO Working Group concluded that there was "a 
consider able range of opinion on the relationship 
between national security goals and objectives, 
Defense strategy, and the notion of a "Planning Force" 
as they relate to the operation of PPBS.{Ref. 3:pp. 
32-33] The contemporary planning policy documents 
(principally, the Defense Guidance) failed to meet the 
PPBS objective of providing "a programming bridge from 
national security goals to the budget's 
Ponstruevlone"iRef. o:p. 33) “Literature on PPBS and 
DOD OlLannine w= mreadeules Working C€roupss study report, 
"is replete with references to the gap between Defense 
Strategy and the derived force levels, and the 
resources avariaole tO DOD." 

The report continued: "Some observers have regard- 
ed that as a serious flaw in the PPBSconcept.{On the 
Other hand}, the 'gap' can better be described as a 
way for higher level planners to acknowledge that the 
resources available in a peacetime economy will not 
permit Malntaining military force levels that are 
sufficiently large to assure a minimum degree of risk 
in meeting the projected threats." [Ref. 3:p. 33] 

The PPBS had not been designed to accommodate such a 
Hier iplicrey Clap laniindie=seelarilos, Which explains to 
some degree the continuing disconnect. 


The Focus Of Resource Allocation Remains On The Budget 
Year 

Despite the creation of the Five-year Defense 
PiiemeMGmaespiterdeaton teatures of PPBS that were 
Supposed to ensure a multi-year perspective, the 
system continues to emphasize budgeting as a year-to- 
Veareexceelcewes Lnere is’a direct relationship between 
this perceived shortcoming and that of the failure to 
effectively link planning to budgeting. 


(tei Moorman hon systems Supporting PPBS Have Become 
Unwieldy 

iieme JOlulLmom Of PPBs Nas led to the creation of a 
variety of data bases, used for various purposes 
throughout the cycle. Instead of a single, uniformly 
understood and applied information system, DOD and tne 
services have created a plethora of overlapping and 
BOLreowmucimiwweCONnfUSLNg Systems. 


5) 


4. Budget Execution Is Largely Ignored 
A perennial problem since PPBS was instituted; has 

that the system emphasized budget formulation 
rather than execution. Thesabscnce Ona ace ct i 
feedback creates the potential for continuing 
ineffective program expenditures and prevents 
correction of serious problems. Sim ef tae eeme sea 
is one of total system control. 


BE. SUMMARY 

The findings ia POosponge to the three research questions 
Suggest a Uniform Pattern of “internat won Peer Mee Fee 
was conceived in response to what was perceived as bona fide 
problems in defense budgeting. Next, the impact of the PPBS 
evolution and the numerous innovations had been minimal, 
relative to tne budgetary practices wont ee. but ma) Or win 
terms of legitimatizing the process. Finally, the strongest 
of the patterns identified, is the constant reappearance of 
the familiar coneern over "budgeting problems", a concern 


voiced in the early 1960s' and still being voiced today. 
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VI CONCLUSION 


ine thiecw nNextuemewo Ved@sousrPe Do will’ be approaching its 
twenty seventh anniversary in the DOD. Once again the 
Dudget process may be subject to yet another series of 
Changes, promptd by the arrival of a new Presidential 
Pa Miies tied t 1.ON . The findings presented in this thesis, 
Duet cawcemliaue >’ bo played more of a reconciliation role for 
the previous four new Administrations. When viewed in their 
context it seems highly possible that the changes made to 
the PPBS process over the years, were often made in an 
attempt to acquire some legitimacy, relative to the 
environmental factors which must be accommodated. 

The findings also attest to the attractive roles that 
the concern over "budgeting problems" performed He) 
legitimatizing the process. Without what are perceived as 
bona fide problems in defense budgeting which requires 
SOluvtons weeeetswalniticult to implement the sort of rational 
Sounding corrective measures needed for image building. 
DitSemeecolecpummciinply Stresses that Che survival of PPBS 
requires it to not only meet the budgetary needs of the DOD, 
but also help maintain a viable coalition of supporters, who 
are concerned about defense budget problems; problems that 
may have no solutions, but are more than compensated for by 


other apparent benefits. 


i 


The original search on the literature focused on three 
questions for which this study has addressed. © However, 
there are a number of questions worthy of futher study as a 
spin off of this study. Suggesvte@ areas fereiutier ssria 

Cp The relationship between PPBS and the policy. 
Can specific changes in policy be traced directly to 


PP Bom 


2) How does the Congress really regard the PPBS in the 
DOD? 


ey) What is the real role of PPBS in the decision-making 
process of the DODs resource allocation? 
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APPENDIX 


LIST OF ABBREVIATIONS AND ACRONYMS 


BNSP -------------- Basic National Security Policy Document 

ASD --------------- Assistant Secretary of Defense 

CINCS ------------- Commander-in-Chief of the Unified and 
specified Commands 

DG----------------- Defense Guidance ; 

DOD---------------- Department of Defense 

DRB --------------- Defense Resources Board 

FYDP -------------- Five-Year Defense Plan 

JCS s-ecccccce----- JOtme Calens Of ovat f 

JSOP -------------- Joint Service Objectives Plan 

MBO --------------- Management of Objective 

OMB --------------- Office, Management and Budget 

OSD ------ eer ee---- Office of the Secretary of Defense 

POM --------------- Program Objective Memorandum 

PPBS -------------- Planning, Programming, and Budgeting 
system 

SECDEF ------------ Secretary of Defense 

ZBB --------------- Zero Based Budgeting 
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